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Topics 

 
• Is the choice between environmental protection or 

economic growth?  Or is the challenge something 
else? 
 

• Some observations about how the analysis should 
start. 

 
• Several Program Examples to Consider: 

– RGGI  
– Clean Air Act Section 111(d) 
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Let’s Assume that Climate is a Problem 

• Others Do: 
 

–  US Supreme Court 
• Massachusetts v. EPA, 549 U.S. 497 (2007) 
 

– Jurisdictions with Cap-and-trade: 
• EU, Australia, New Zealand, China, Japan, US and 

Canadian State and Provinces 
 

– Scientific Literature 
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According to the National Center for 
Atmospheric Research, record highs are 

outpacing record lows 
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One Take on the Scientific Literature 
   

• Consensus on Climate Drivers: 

 
– Of the 13,950 scientific papers published between 

January 1991 and November 2012  

– 24 reject global warming or endorse a cause other 
than CO2 emissions for observed warming. 

– The articles have a total of 33,690 individual authors 
and the 24 papers rejecting the connection have a 
total of 34 authors, about 1 in 1000. 
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http://www.jamespowell.org/index.html 

http://www.jamespowell.org/index.html
http://www.jamespowell.org/index.html
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One Take on the Scientific Literature 
   



Costs of Weather Events  
“Consistent” with Climate Disruption  
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Hurricane Irene 
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• NY times reports Irene damage estimates 
of $7-10 B, one of the “10 costliest 
catastrophes in the nation’s history.” 



Super Storm Sandy 

Forbes reports that EQECAT estimates 
Sandy’s cost in the range of $30-$50 billion. 
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Costs of Weather Events  
“Consistent” with Climate Disruption  

• Time magazine online:  
– “Superstorm Sandy has cost the country $65 

billion in lost business and killed 159 
Americans. In response Congress 
appropriated in January over $50 billion for 
the recovery effort.” 

– “Faced with flood insurance premiums that 
will increase by 25% for each year for the next 
four, some New Jerseyans have moved to 
higher ground.” 
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How Will We Pay For Superstorm Sandy? Jaison R. Abel, Jason Bram, Richard Deitz, and James Orr 

http://libertystreeteconomics.newyorkfed.org/2012/12/how-will-we-pay-for-superstorm-sandy.html 
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Share of Costs Paid for Major U.S. 
Hurricane Events, 1989-2004  
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How Will We Pay For Superstorm Sandy? Abel, Deitz, and Orr.   
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Share of Costs Paid by Insurance and 
Federal Aid for Major Hurricane Events 

Before and After Katrina   



So the Starting Point is 

• Not a choice between no spending, on one hand, 
and spending  on environmental protection. 

 

• But rather, a choice between spending what 
appears to be much more in response to 
compromised public health and environmental 
and property damage, on one hand, and 
spending on environmental protection to help 
avoid the harms and damage in the first place. 
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An Example: the  
Regional Greenhouse Gas Initiative 
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The Original Idea: A Modest Program to 
Model for Federal Action 

 
• “We did it with SO2  so let’s do it with CO2“ 

 

• US air regulation based on cooperative 
federalism—federal standards implemented 
by the states 

 

• Models: Acid Rain/NOx Budget Programs 
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Is it Like SO2 ? 
 Yes, So No Need to Reinvent the Wheel 

• We know how to do cap-and-trade (a 
hybrid regulatory/mkt-based approach) 

– Model Rule 

• Emissions Inventory 

• Part 75 monitoring (CEMS and Fuel Flow) 

• CO2 Allowance Tracking System (COATS) 

• Market Monitoring 
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Is it Like SO2 ? 
 Actually, Not Entirely 

• Where are the Compliance Options? 
– the scrubbers? 

– the low sulfur coal (Powder River)? 

– integrated utilities to pay for this? 

• The cheapest way to “scrub” a ton of CO2 

today is to avoid emitting it in the first 
place – energy efficiency. 

• “Consumer Benefit Allocation” 
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Many Efficiency Resources at Low Cost 
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Discovery of the Revenue Side of RGGI: 

• RGGI states determined that price alone will 
not achieve program goals. 

• Extensive modeling of their own end-use 
energy efficiency programs found: 
– Carbon allowance prices drop 25% 

– Need for new fossil capacity drops 33% 

– Customer bills drop 5 percent (Industrial) to 12 
percent (Residential) 

– And even greater EE investments (quite 
attainable) would yield greater savings  

 

 

 

 

 

19 



Effects of Efficiency Investment in a Carbon 
Cap-and-Trade Program 
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Consumer Benefit 
Allocation 

Energy Efficiency=Lower 
Demand for Electricity 

Lower Demand=Less 
Generation and Fewer 

Emissions 

Fewer Emissions=Lower 
Demand for Allowances 

Lower Demand for 
Allowances=Lower Cost 

for Allowances 

Lower Cost for 
Allowances=Lower Cost 

of Program 

Lower Cost of 
Program=Lower Cost to 

Customers 



Analysis Group Study of  
Economic Impact of RGGI in Ten States 

• Some of the findings include: 
 
– The regional economy gains more than $1.6 billion in economic value  

 
– Customers save $1.3 billion: 

 
• Nearly $1.1 billion on electricity bills over the next decade through EE investment 

and  
• $174 million on natural gas and heating oil bills, over the next decade through 

installation of energy efficiency measures using funding from RGGI auction 
proceeds to date. 

 
– 16,000 jobs are created region wide. 
 
– Reduced demand for fossil fuels keeps more than $765 million in the local 

economy. 
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Conclusions about RGGI 

• Electric sector cap-and-trade for CO2 is less 
about the price per ton, and more about 
allowance revenue investment: 

 
– Yes a cap creates a price signal: i.e., it imposes costs on 

emissions, (and, thereby, creates value in emissions 
reductions) 

 

– But RGGI state clean energy programs address barriers to 
clean energy development through programmatic 
investment (traditionally state-led activity). 

 

– Of all revenues raised, over half spent on energy 
efficiency programs 
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Some Benefits of Efficiency 

Layer Cake of EE  

23 



Benefits of EE that Flow to All Customers  

• Increased system reliability. 

• Reduced  
– risk and exposure to volatile fossil fuel prices. 

– cost of compliance with environmental 
regulations—2014  more stringent ozone NAAQS 

– consumption of fossil fuels. 

– reliance upon imported fuels. 

– environmental impacts, including reduced 
greenhouse gases. 
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Benefits of EE that Flow to All Customers cont. 

 

• EE will reduce the price of the wholesale energy and 
capacity markets in New England. 

• Lower peak and energy demands means that marginal 
supply-side resources are dispatched less. 

• This results in a lower market clearing price. 

• This benefit flows to all customers in New England, 
regardless of whether they participate in EE programs. 

• This is in addition to the bill savings to participants. 
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Another Example: 
New Source Performance Standards for CO2  

 
 

• On the Horizon—CAA Section 111 

– New Source Performance Standards (NSPS) 
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Clean Air Act Section 111 
New Source Performance Standards 

• EPA proposed NSPS CO2 emissions from new 
fossil fuel-fired power plants 
– 1,000 lbs per MWh achievable with new combined 

cycle gas units 

• NSPS for existing sources—3 steps 
– EPA develops Guidelines (“best system of emissions 

reduction”) 
– States develop a plan establishing a standard of 

performance, and provisions for implementation and 
enforcement 

– States submit to EPA a plan for review and approval 
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NSPS for Existing Sources Cont. 

• Limited precedent 

• Statutory language is general, giving EPA 
broad leeway in designing a policy to use 
in:  
– Developing a “best system of emissions 

reductions” 

– Guiding development of state plans and 

– Evaluating their adequacy 
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Some Design Options 

• EPA guideline: unit-specific emissions rate 

• Company-wide averaging, allowing states 
to use flexible approaches 

• A combination approach where a flexible 
requirement is placed on individual units. 
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Conclusions 

 

• Environmental Regulation, where permissible, can be designed 
in a way to benefit from market forces and deliver low cost 
results. 

 

• Carbon policies can evolve for regulators willing to be flexible. 

 

• So far, electric sector cap-and-trade for CO2—it is less about the 
price per ton, and more about allowance revenue investment: 

 
– Yes a cap creates a price signal: i.e., it imposes costs on emissions, (and, 

thereby, creates value in emissions reductions) 

 

– But RGGI state clean energy programs address barriers to clean energy 
development through programmatic investment (traditionally state-led 
activity). 
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Resources 
• RGGI Information 

http://www.rggi.org/about/documents 
 
• Economic Impacts of the Regional Greenhouse Gas Initiative on Ten Northeast and Mid-Atlantic 

States Review of the Use of RGGI Auction Proceeds from the First Three-Year Compliance Period 
http://www.analysisgroup.com/uploadedfiles/publishing/articles/economic_impact_rggi_report.
pdf 

 
• Electricity Energy Efficiency Benefits of RGGI Proceeds: An Initial Analysis, October 5, 2010, 

Max Chang, David White, Lucy Johnston, and Bruce Biewald  http://www.synapse-
energy.com/Downloads/SynapseReport.2010-10.RAP.EE-Benefits-of-RGGI-Proceeds.10-027.pdf 
 

• Energy Benefits Resulting from the Investment of 2010 RGGI Auction Revenues in Energy 
Efficiency, February 28, 2012, Max Chang, David White, Patrick Knight, and Bruce Biewald 
http://www.synapse-energy.com/Downloads/SynapseReport.2012-02.RAP.RGGI-Energy-
Efficiency-Benefits.10-027A.pdf 

 
• Images and How We Remember History, http://www.huffingtonpost.com/david-

farnsworth/images-and-how-we-remembe_b_604784.html 
 

• Regional Greenhouse Gas Initiative, Environment Northeast,  http://www.env-
ne.org/programs/detail/regional-greenhouse-gas-initiative 
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About RAP 

 The Regulatory Assistance Project (RAP) is a global, non-profit team of experts 
that  focuses on the long-term economic and environmental sustainability of the 
power  and natural gas sectors. RAP has deep expertise in regulatory and market 
policies  that: 

 Promote economic efficiency 
 Protect the environment 
 Ensure system reliability 
 Allocate system benefits fairly among all consumers 

 
 Learn more about RAP at www.raponline.org 

David Farnsworth : dfarnsworth@raponline.org 

802-498-0708 

mailto:dfarnsworth@raponline.org

